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REPORT OF THE BOARD OF DIRECTORS 


Business Transacted—New business during the year amounted to $122,251,204, an in- 
crease of 3.1% over the previous year (see page 1 for comparative figures). It is particularly 
gratifying to note that new individual life business increased 17.5°% over that written in 1966. 
An interesting feature of our individual sales was the enthusiastic reception of our National 
Equity Life Insurance Policy which we began to market in 1967. This unique policy in which 
assets equal to one-half the policy reserves are invested in equities, provides benefits which 
vary according to the performance of our separate common stock fund. It is designed to 
protect policy benefits from the eroding effect of inflation. During the year total life business 
in force passed the one and one-half billion dollar mark and at year’s end amounted to 
$1,586,691,984, a gain of 8.7% over our life business in force a year ago. 


Assets— Assets, exclusive of separate funds, increased $13,005,127, or by roughly 10%, to 
$144,110,541. This was effected along with a reduction in our short-term indebtedness of 
$1,211,292. The continued decline in bond values during the year was primarily responsible 
for the year-end book values of our securities exceeding the aggregate value authorized by 
the insurance law of Canada. This excess was $914,826 which amount was well covered by our 
investment and contingency reserves of $2,225,000. Separate fund assets, held for corporate 
pension and other plans, increased by $7,389,894 to $26,923,218. To take advantage of the 
high interest rates on long-term bonds with adequate call protection, the bond portfolio has 
been increased by $5.7 million. Mortgages increased by $4.6 million and common and 
preferred stocks by $1 million. A substantial portion of the preferred stocks are those 
which are convertible into common shares or whose dividends may change to reflect Com- 
pany earnings. 

The net rate of interest earned on the Company’s assets, after deducting expenses, was 
6.18%. The decline from last year’s 6.20%, despite the general pattern of higher interest rates 
resulted from a combination of circumstances including greater emphasis on equity invest- 
ments and switches within the common stock portfolio to growth stocks with lower yields. 
1968 should see a return to the upward trend of our rate of interest earnings. 


Operating Results—Our income from premiums and from interest, dividends, and rents 
increased approximately 13% to $33,549,474. Death and disability payments, amounting to 
$7,244,228, were much higher in relation to business at risk than during 1966 which was, 
however, a relatively favourable year from the standpoint of mortality experience. Payments on 
account of matured endowments and surrender benefits of $4,977,009 were likewise propor- 
tionately higher than in 1966. General insurance expenses increased $466,477, or 13.4% to 
$3,942,320. Major items accounting for this substantial rise in expenses were increases in the 
salary account, increased expenditures directed to building sales manpower, and the expenses 
related to the installation of a computer. Operating income, after dividends to policyholders, 
increased $95,876 to $1,376,917. 


Capital and Surplus— After including net profits of $576,673 realized on the sale of assets, 
capital and surplus increased by $1,946,237 to $11,800,069. Included in this figure are invest- 
ment and contingency reserves which were increased $575,000 to $2,225,000. 


Appreciation—We would like to emphasize that the achievements of the Company during 
1967, as in past years, have been made possible only through the contributions of the staff and 
field force and to them we extend our sincere appreciation. 


M. W. MCCUTCHEON J. A. RHIND 
Chairman of the Board President 


STATEMENT OF ASSETS AND LIABILITIES 


December 31 
ASSETS 


Government of Canada bonds...0...0..0.0..ccceccccccesceesseeeenes 
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LIABILITIES, CAPITAL AND SURPLUS FUNDS 


Provision for future guaranteed benefits..........0.0.00000.c: 
Provision for claims pending.....0..........cceccecceeeeseceeeeeseseeesceees 
Provision for policyholders’ dividends......0...00....0.00cee 
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Capital stock—100,000 shares of $10 par value.................. 
Investment and contingency reServes..............ccececee cet 


Total capital and surplus funds......0.000.0 ee 
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Total liabilities, capital and surplus funda................. 


M. W. McCUTCHEON 
Chairman of the Board 


Notes 


1. Bonds are carried at amortized cost or less and stocks at cost or less, except for those included among assets held 


1967 
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J. A. RHIND 
President 


1966 
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6,548,952 
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5,208,244 
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131,105,414 
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121,251,582 x 
1,000,000 a 


1,650,000 | 
7,203, 832 


9,853,832 " 
19,533,324 
$15,638,738 


for separate funds, which are carried at market value. At December 31, 1967 these values in the aggregate exceed 
the aggregate value authorized by the insurance law of Canada by approximately $915,000, against which the 


Company carries investment and contingency reserves of $2,225,000. 


2. Home office property is shown after deducting a mortgage of $141,229 in 1967 and $160,816 in 1966. 


3. $1 US. is treated as equivalent to $1 Canadian and £1 Sterling as $3 Canadian. If current rates of exchange had 


been used, there would have been no material change in surplus funds shown. 
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38,427,026 
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Year ended December 31 3 1967 1966 
COME | 
surance and annuity premiums... ccc $ 24,877,199 $ 21,937,007 
Test, Sividencs andrents i yy ey 8,672,275 7,864,065 
get RE eC aed Rte ey Pets an ua 33,549,474 29,801,072 
‘OSITION OF INCOME 
th and disability benefits,.....:ccccccsscsssesssesessrseeeen 7,244,228 6,204,902 
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Other Pee MMOS oA det Galata oud et enatert Aseria sine ~ 289,178 218,619 
Sub-total— Benefits paid or provided tert 
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Se NO GTR ASOT 0 lpn ra 1,787,217 1,618,444 
BiIGUTANCE OXPENSES. Co ec scspsh i siabeas shes Seas wane 3,942,320 3,475,843 
(excluding Canadian income taxeS)..................0:00- 443,840 394,219 
Pe Se serrate Aa Ngee lt hed 2h fs Corda ach faa ser bres Sat 529,545 534,582 
Rpotak uu): LOADS SR RSNA NER 30,916,452 27,264,117 
perating i income before dividends to policyholders.......... 2,633,022 2,536,955 
ye Less dividends to policyholders..............0...cccce 1,256,105 1,255,914 
ting income............ ft ys SERS EAR Se MS OO ST ARR SKE $ 1,376,917 $ 1,281,041 


Year ended December 31 : 1967 1966 


Bee ncomes cis hc ek is Ma $ 1,376,917 $1,281,041 
lized capital gains and losses..............0..0. cece 576,673 389,861 
adian TIONG LAKES <5 ore ALS Sia Clee Aneey acaoetotie hs (7,353) (7,321) 


JONAS AS SAUER ER TOO tat LMR oaCn GIN 1,946,237 1,663,581 
and ‘surplus funds beginning of year................0.... 9,853,832 8,190,251 


rx ae and surplus funds end of year... oc $ 11,800,069 $ 9,853,832 


TORS? REPORT TO THE SHAREHOLDERS AND POLICYHOLDERS 

We have examined the statement of assets and liabilities of The National Life Assurance Company of Canada 
December 31, 1967 and the statements of income and capital and surplus funds for the year then ended. Our 
ination included a general review of the accounting procedures and such tests of accounting records and other 
orting evidence as we considered necessary in the circumstances; the provisions for future guaranteed benefits 
_and for policyholders’ dividends were determined and certified by the Company’s Actuary. 

_ Based on our examination and the certificate of the Actuary, we report that in our opinion these financial state- 
ments present fairly the financial position of the Company as at December 31, 1967 and the results of its operations 


per the: Sind then ended. 
CLARKSON, GORDON & CO. 
N" 0, CANADA, JANUARY 19, 1968 Chartered Accountants 
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